
 

  

 

 

 

 

 

Notice 88-166, 1988-2 CB 449--IRC Sec(s).42 

PLACED IN SERVICE 

For purposes of section 42, the term "placed in service" has two definitions--one 

for building sand one for rehabilitation expenditures that are treated as a 

separate new building ( section42(e)(4)(A)). The placed-in-service date for a new 

or existing building used as residential rental property is the date on which the 

building is ready and available for its specifically assigned function, i.e., the date 

on which the first unit in the building is certified as being suitable for occupancy in 

accordance with state or local law. In general, a transfer of the building results in 

a new placed-in-service date if, on the date of the transfer, the building is 

occupied or ready for occupancy. 

Under section 42(e)(4)(A) of the Code, rehabilitation expenditures that are 

treated as a separate new building are placed in service at the close of any 24­

month period, over which such expenditures are aggregated. The placed-in­

service date of section 42(e)(4)(A) applies even if the building is occupied during 

the rehabilitation period. 

A building may be placed in service even if the rental units in the building are not 

currently occupied by low-income tenants. 

This document serves as an "administrative pronouncement" as that term is 

described in 1.661-3(b)(2) of the Income Tax Regulations and may be relied 

upon to the same extent as a revenue ruling or revenue procedure. 


